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Our Mission

The mission of the Department of Revenue Administration is to fairly and efficiently
administer the tax laws of the State of New Hampshire, collecting the proper amount
of taxes due, incurring the least cost to the taxpayers, in a manner that merits the
highest degree of puﬁlic confidence in our integrity. Further, we will provide prompt
and constructive assistance to the municipal units of government in matters of
budget, finance, and the appraisal of real estate.

This report is submitted to
Governon; Christopher T. Sununu
And
Members of the Execuflive Council
District 1 - Michael J. Cryans
District 2 - Andru Volinsky
Disfrict 3 - Russell E. Prescott

District 4 — Theodore L. Gatsas

District 5 - Debora B. Pignatelli
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State of New Hampshire
Department of Revenue Administration

109 Pleasant Street
PO Box 457, Concord, NH 03302-0457
Telephone 603-230-5005
! www.revenue.nh.gov

Carollynn J. Lear
Commlssioner Assistant Commissionar

Lindsay M. Stapp

October 2, 2019

His Excellency,
Governor Christopher T. Sununu
And Honorable Council

Dear Governor Sununu and Honorable Councilors,

It is my pleasure to present the Department of Revenue Administration’s (DRA} 2019 annual report, as
required by RSA 20:7, to you and the citizens of New Hampshire. This report is intended to provide readers
with current insight into the activities of the operational units within the DRA, as well as data regarding the
taxes we collect and the municipal finance and assessing laws that we administer.

During State Fiscal Year (FY) 2019, DRA focused on continuing to modernize various aspects of tax
administration through both technology and statutory changes. From a technology perspective, the DRA
entered into a contract for a modernized integrated tax system and began the first phase of implementation in
FY 2019. This new system, known as the Revenue Information Management System (RIMS), will not only
improve tax administration for the DRA but will also allow for greater transparency and efficiency for taxpayers
and tax practitioners through an on-line portal called Granite Tax Connect {GTC). Additional information on
RIMS and GTC can be found in the body of this report. In addition to modern software, the DRA also sought
legislation during the 2019 Legislative Session that would modernize both the Tobacco Tax and the Meals and
Rentals Tax. Both of these taxes have been in place for a number of years with few updates to the regulatory
framework despite many changes to the world in which these taxes are supposed to operate. Both pieces of
legislation, detailed later in this report, received bi-partisan support and have been signed into law. These are
just a few examples of what the DRA is doing to continue to build a foundation for modernizing tax
administration and the operations of the DRA over the next few years.

Thank you for taking the time to review this annual report. If you have any questions, or if you require any
additional information, please do not hesitate to contact me directly.

Sincerely, -

Prciou . e g
Lindsey M. Stepp
Commissioner

TDD Access: Relay NH 1-800-735-2064
Individuals who need auxiliary alds for effective communication in programs and services of the
Deapartmant of Revenue Administration are invited to make thelr needs and preferences known to the Department.
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Division Primary Functions

Administration Unit

The Administration unit performs administrative functions necessary to support Department of
Revenue Administration {DRA) operations including accounting, purchasing, administrative
hearings, tax policy and legislative analysis, fleet and facility maintenance, human resources,
legal services, and project management.

Audit Division

The Audit Division conducts audits of tax returns of individuals, partnerships, estates, trusts,
corporations, and documents filed with DRA to ensure compliance with New Hampshire tax
laws and rules.

Collections Division

The Collections Division initiates collection activities in pursuit of delinquent tax returns and

outstanding payments for all taxes administered by DRA. Issues wholesale tobacco tax licenses,
meals and rentals tax licenses, and sells tobacco tax stamps.

Municipal and Property Division

The Municipal and Property Division {M&P) establishes and approves municipal, school, county
and village district tax rates. Provides technical assistance, relative to taxation and finance, to.
the political subdivisions of the state; and prescribes a uniform chart of accounts for all
municipalities, schools, counties, and village districts. Assists and educates municipalities with
the methods of appraisal and assessment of real property. Provides revaluation monitoring
statewide to municipalities and conducts once in five-year assessment reviews. M&P equalizes

the local assessed valuation of each municipality to bring such valuations to the full and true
market value of the property. Advises and assists municipalities and taxpayers in timely
collection of the excavation tax. Advises and assists municipalities and taxpayers in full and
true appraisals and timely collection of timber yield tax. M&P appraises public utility, railroad
property for equalization and state utility property tax, as well as local tax purposes. The
Division assists local municipalities with the administration of the Current Use law RSA 79-A.

Department of Information Technology

The embedded Department of Information Technology personnel designs, develops, and
maintains computerized systems to support the administration of taxes and to automate labor
intensive functions.
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Taxpayer Services Division

The Taxpayer Services Division processes taxpayer documents in an accurate and efficient
manner. Provides general taxpayer assistance to the public for all taxes administered by the
Department and maintains taxpayer accounts.

Employee of the Year

Lisa Crowley

Lisa began employment with the DRA in 2002 in the Document Processing Division. Between
the years, 2002 and 2005 Lisa was promoted in the Document Processing Division and into the
Municipal and Property Division. Since 2005, Lisa has worked in the Audit Division, most
recently as the Hearings Manager. Lisa brings true professional attributes to DRA and genuinely
cares about delivering excellent quality work. Lisa is also best known for being unfailingly
cheerful and her positive attitude!

rl

Because of Lisa’s tax knowledge, leadership and organizational skills, Lisa was asked to take on
a new challenge in the very important role of the RIMS (Revenue Information Management
System) Project Director. Lisa has tackled the largest project DRA has seen with a confident,
graceful determination. Lisa quickly set about educating herself about all aspects of the RIMS
project and has unquestionably become the 'go-to' person for anything regarding RIMS due to
her effort. Her knowledge is well past comprehensive — she has been able to explain things
clearly for the staff at DRA ~ even as she is learning it — and has kept the RIMS project moving
forward. '
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- SUMMARY OF TAXES ADMINISTERED BY THE
DEPARTMENT OF REVENUE ADMINISTRATION
FY 2019

This is only a brief summary of-certain New Hampshire taxes administered by the Department of
Revenue Administration. This summary is not intended to be relied upon as a full and complete
text. Please refer to the applicable forms, instructions, rules and to the laws cited below to
determine how this information applies to specific persons or situations.

BUSINESS PROFITS TAX — RSA CHAPTER 77-A

The Business Profits Tax (BPT) has historically been one of the largest sources of general fund
revenue. Enacted in 1970 as a replacement for the municipal property tax on stock-in-trade, farm
livestock, poultry, fuel pumps, mills and machinery, the initial rate was established at 6%. The
rate steadily increased to a high of 9.56% in Fiscal Year (FY) 1983. The rate then decreased to 7%
beginning FY 1995, then increased to 8% for tax years ending on or after July 1, 1999. The rate of
8.5% was effective for all returns and taxes due on account of taxable periods ending on or after
July 1, 2001. For taxable periods ending on or after December 31, 2016, the BPT rate was reduced
to 8.2%. For taxable periods ending on or after December 31, 2018, the BPT rate was reduced to
.7.9%, because, in accordance with Chapter 274:23, Laws of 2015, the amount of combined
unrestricted general and education trust fund revenue collected for the biennium ending June
30, 2017 was more than $4.64 billion. For taxable periods ending on or after December 31, 2019,
the BPT rate is reduced to 7.7%; and for taxable periods ending on or after December 31, 2021,
the BPT rate is set to be reduced to 7.5%. The BPT is assessed on income from conducting
business activity within the state. For multi-state businesses, income is apportioned using a
weighted sales factor of two and the standard payroll and property factors. Organizations
operating a unitary business must use combined reporting in filing their NH return. Four annual
estimate payments are required on liabilities greater than $200, paid at 25% each. BPT return
due dates are consistent with federal return due dates based on the taxpayer’s entity type.
Business organizations with $50,000 or less of gross business income from all their activities are
not required to file a return. Business organizations, however, that realize a gain or loss on the
sale or exchange of an interest in the business arganization shall file a return for the taxable
period, regardless of whether or not the business organization's gross business income is in
excess of $50,000 during the taxable period.
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~ BUSINESS ENTERPRISE TAX — RSA CHAPTER 77-E -

In 1993, a 0.25% tax was enacted on taxable enterprise value tax base, which is the sum of all
compensation paid or accrued, interest paid or accrued, and dividends paid after special
adjustments and apportionment. Chapter 17, Laws of 1999 increased the rate from 0.25% to
0.5%. The rate was increased to 0.75% in 2001. For taxable periods ending on or after December
31, 2016, the Business Enterprise Tax (BET) rate was reduced to 0.72%. For taxable periods ending
- on or after December 31, 2018, the BET rate was reduced to .675%, because, in accordance with
Chapter 274:24, Laws of 2015, the amount of combined unrestricted general and education trust
fund revenue collected for the biennium ending June 30, 2017 was more than $4.64 billion. For
taxable periods ending on or after December 31, 2019, the BET rate is reduced to .6%; and for
taxable periods ending on or after December 31, 2021, the BET rate is set to be reduced to .5%.
In 2001, the filing threshold increased to $150,000 (from $100,000) of gross business receipts or
$75,000 (from $50,000) of the enterprise value tax base. In 2013, the filing thresholds increased
to $200,000 of gross business receipts or $100,000 of the enterprise value tax base. Beginning
with taxable pgriods ending on or after December 31, 2015, the Commissioner is requifed to
biennially adjust these filing threshold amounts using the Consumer Price Index, Northeast
Region. Four annual estimate payments are required on liabilities greater than $260 for taxable
periods ending on or after December 31, 2013; paid at. 25% each on the 15th day of the 4th, 6th,
9th and 12th months of the taxable year. The BET return is due at the same time the BPT return
is due. The BET may be used as a credit against the BPT under RSA 77-A:5. Any unused portion of
the credit may be carried forward and allowed against the BPT for 5 taxable periods from the
taxable period in which the BET' was paid for credits from taxable periods ending before
December 31, 2014, and for 10 taxable periods from the taxable period in which the BET was
paid for credits from taxable periods ending on or after December 31, 2014.

COMMUNICATIONS SERVICES TAX — RSA CHAPTER 82-A

First enacted in 1990 at 5.5%, this tax was assessed upon twc;-wav communications services.
Chapter 158, Laws of 2001, increased the permanent portion of the tax to 4.5% and continued
the surtax of 2.5%, resulting in an overall tax rate of 7% for the period beginning July 1, 2001 and
ending June 30, 2003. A permanent rate of 7% was passed effective July 1, 2003. Retailers must
register with the Department and are required to collect and remit the tax. Communications
Services Tax returns must be filed by the retailer on the 15th day of the month for the preceding
calendar month unless the average monthly liability is less than $100.-Any retailer who can
reasonably estimate its average monthly liability to be in excess of $10,000 is required to make
an estimated payment equal to 90% of the actual tax collected. This payment is due on-or before
the 15th day of the month during which the liability is incurred.
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EDUCATION PROPERTY TAX — RSA 76:3

UnderChapter 17, Laws of 1999, the Education Property Tax was established. The tax is assessed
and collected by municipalities to be retained for use by their local school districts. The rate was
originally $6.60 per thousand of equalized valuation without utilities. The tax appears on the
same bill with the other property taxes administered at the local level. The effective date of this
tax was April 1, 1999. The sunset provision of the Education Property Tax was repealed, making
the tax a permanent revenue source dedicated to funding education. As of April 1, 2005, the rate
was $3.33 per $1,000. Beginning July 1, 2005, and every fiscal year thereafter, the Commissioner
is required to set the education tax rate at a level sufficient to generate revenue of $363,000,000.

ELECTRICITY CONSUMPTION TAX — RSA CHAPTER 83-E

Effective May 1, 2001, the Electricity Consumption Tax was imposed at a rate of $ .00055 per
kilowatt hour on persons, including governmental units, distributing, redistributing or
transmitting electrical energy for consumption in this state. The tax was paid by the consumer
and collected and submitted by distribution companies, except in the case of consumers who
generate their own power. These self-generating companies or individuals were required to
submit tax returns on their own behalf. Returns (Form DP-133) were required to.be filed on the
15th day of the second month following the month in which the electrical energy was provided
to a consumer and for which tax was due. Effective January 1, 2019, the Electricity Consumption
Tax was repealed.

INTEREST & DIVIDENDS TAX — RSA CHAPTER 77

!

The Interest & Dividends (1&D) Tax, which was first enacted in 1923, applied a tax based on the
“average rate of property taxation” upon the income and dividend income received by New
Hampshire residents from sources other than New Hampshire and Vermont banks. The tax was
changed significantly in FY 1995 to eliminate the exemption on income from New Hampshire and
Vermont banks. In conjunction with this change, the personal exemption increased from $1,200
to $2,400. The exemption for joint filers increased from $2,400 to $4,800. Estimated 1&D Tax
payments are due on tax liabilities greater than $500 on the 4™, 6™, 8th and 12" months of the
tax year, unless the taxpayer is a calendar year taxpayer in which case the final payment is due
on January 15' following the tax year. The I1&D Tax return is due on the 15" day of the 4" month
following the tax year. Additional exemptions are available for residents who are 65 years of age
or older, who are blind, or who are disabled, unable to work, and have not yet reached their 65th
birthday. The current tax rate of 5% has remained the same since FY 1977. For taxable periods
ending on or after December 31, 2013, trusts are no longer taxable under the 1&D Tax. Instead,
interest and dividend income received by the grantors or beneficiaries of trusts, to the extent
that they are inhabitants or residents of New Hampshire, is subject to taxation.
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LOCAL PROPERTY TAX — RSA CHAPTER 76

Property taxes, based upon local assessed valuations, are administered and collected by the
individual cities and towns. The majority of property taxes collected are based on the market
value of the property at its highest and best use. Some property taxes, however, are based on
the market value of a property’s actual use, such as:

» . Current use assessments under RSA Chapter 79-A for certain farm land, forest land, and
unproductive land. The program is for properties dedicated to remaining as open space.
A Land Use Change Tax of 10% of the market value of the property is charged upon the
occurrence of a disqualifying event {usually a development, use or sale of a portion of a
property). Typicaily ten acres or more of dedicated land is required. Application to local
officials on or before April 15" is required.

Taxes on the value of standing timber assessed under RSA Chapter 79. These are
assessed by local officials, at a rate of 10% of the value of the standing timber. The
annual filing of an intent to cut and the subsequent report of timber cut are required.
Taxes on the value of gravel and excavated materiails assessed under RSA Chapter 72-B.
These are assessed at a rate of $.02 per cubic yard of earth excavated.

Local Property Tax Exemptions, Credits and Deferrals

Elderly Eiemption - RSA 72:39-a

Effective July 23, 1996, RSA 72:39-a replaced the Standard, Expanded, Adjusted ar;d Optional
Adjusted Elderly Exemptions. The statute sets the minimum exemption, which the cities and
towns may modify as follows:

¢ Different dollar amounts for qualified residents ages 65-75, 75-80, and 80 or clder;
* Netincome limitations, including social security or pension payments; and
* Net asset limitations.

Blind Exemption — RSA 72:37

The exemption for the legally blind must be adopted by the municipality. The exemption is a
minimum $15,000 reduction of the assessed value of residential real estate {as defined in RSA
72:29, I1) and could be higher if modified by the municipality.

Deferral for the Elderly or Disabled — RSA 72:38-a

Property taxes are deferred and accrue interest at the rate of 5% per annum for qualifying
taxpayers. The deferred property tax may not exceed more than 85% of the equity value of the
residence. If granted by the assessing officials, the deferral is available to any resident property
owner who is 65 years or older or eligible under the federal Social Security Act for benefits for
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the disabled, has owned the home for at least 5 years (or one year if eligible under the federal
Social Security Act}, and is currently residing there. :

Veterans’ Tax Credits and Disabled Exemption

Qualified residents are entitled to the following tax credits in the following amounts, which are
to be deducted from their tax bills:
4
RSA 72:28 — The standard veterans’ tax credit in the amount of $50 unless, alternatively,
the municipality adopts the optional veterans’ tax credit which is an amount from $51 up
to $750; ’
RSA 72:28-b — The all veterans’ property tax credit if adopted by the municipality, in the
amount of the standard or optional veterans’ tax credit in effect in the municipality;
RSA 72:28-c - The combat service tax credit if adopted by the municipality, in an amount
from $50 up to $500. _
RSA 72:29-a — The standard surviving spouse tax credit in the amount of $700 unless,
alternatively, the municipality adopts the optional surviving spouse tax credit which is an
amount from $701 up to $2,000; and
RSA 72:35 — The standard service-connected total disability tax credit in the amount of
$700 unless, alternatively, the municipality adopts the optional service-connected total
disability tax credit which is an amount from $701 up to $4,000.

Certain Disabled Veterans’ Exemption under RSA 72:36-a: A resident discharged under
conditions other than dishonorable or honorably separated from military service, who is totally
and permanently disabled from service connection, who is a double amputee, paraplegic, or has
blindness of both eyes with visual acuity of 5/200 or less as the result of service connection, and
who owns a specially adapted home acquired with the assistance of the United States
Department of Veterans Affairs is exempt from-all taxation on that home.

Tax Exemption for Improvements to Assist Persons with Disabilities — RSA 72:37-a
This exemption is limited to any increase in the assessed value of residential real estate owing to
improvements made by the resident owner for the purpose of assisting a person'with a disability

- who also resides on the residential real estate.

Tax Exemptions for Wind-Powered, Solar, and Woodheating Energy Systems
RSAs 72:66, 72:62, 72:70

.\

These exemptions are optional to the cities and towns, and must be voted upon locally.
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Tax Exemption for the Disabled — RSA 72:37-b

This exemption is available to persons eligible under the federal Social Security Act for benefits
to the disabled. It is applicable only on the applicant’s principal place of abode. The exemption is
optional and must be voted on by the municipality, which also determines the amount of the
exemption and the income/asset limitations.

MEALS & ROOMS (RENTALS) TAX — RSA CHAPTER 78-A

The Meals and Rooms (Rentals) (M&R} Tax was enacted in 1967 at a rate of 5%. The tax is
assessed upon patrons of hotels, restaurants, and motor vehicle rental establishments on certain
rentals of rooms and motor vehicles, and upon meals costing $.36 or more, but collected and
remitted to the State by operators. Chapter 144, Laws of 2009, increased the rate from 8% to the
current rate of 9%. An M&R Tax operator’s license is required. The M&R Tax is required to be
remitted to the State on the 15th day of the month following the collection of tax, accompanied
by the M&R Tax return. An M&R Tax operator is required to maintain books and records showing
the amount of tax collected and to remit the tax monthly to the State, less a 3% commission if
the return and payment are filed both timely and electronically.

MEDICAID ENHANCEMENT TAX — RSA CHAPTER 84-A

The Medicaid Enhancement Tax (MET) was enacted in 1991 at a rate of 8% of gross patient
services revenue of every hospital. In 1993, the rate was changed to be established by legislation
each biennium upon the gross patient services revenue of every hospital for the hospital's fiscal
year ending during the first full calendar year preceding the taxable period. if the Legislature
failed to set the rate of tax on or before April 1, preceding the first fiscal year of the biennium,
the tax rate was to be zero for that biennium. In no event was the rate of the tax to be greater
than 6 percent for any biennium. In 1998, the law was amended to require the Legislature to set
the tax rate on or before May 1. In 2003, the tax rate was changed to 6% of gross patient services
revenue. In 2004, the 6% tax on gross patient services revenue was changed to a 6% tax upon the
“net” patient services revenue of every hospital. In 2007, the tax rate was reduced to 5.5% of net
patient services revenue. For taxable periods ending June 30, 2014 and prior, hospitals were
required to pay 100% of the tax due for the taxable period no later than the 15 day of the fourth
month of the taxable period and were required to file a tax return with the Department on or
before the 10" day of the month following the expiration of the taxable period. For taxable
periods beginning July 1, 2014 and after, special hospitals for rehabilitation are no longer
included in the definition of “hospital” and hospitals are required to file a return on or before the
15" day of April in the taxable period. In addition, every hospital shall on or before January 15 in
the taxable period make a nonbinding estimate of its projected tax payment. The tax rate
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decreased to 5.45% for the taxable period ending Jﬁne 30, 2016, and to 5.4% for the taxable
period ending June 30, 2017, and for every taxable period thereafter. :

REAL ESTATE TRANSFER TAX — RSA CHAPTER 78-B

The Real Estate Transfer Tax (RETT) was first enacted in 1967. Chapter 17, Laws of 1999, increased
the permanent tax rate assessed on the sale, granting, and transfer of real estate and any interest
in real estate to $.75 per $100, or fractional part thereof, of the price or consideration. This rate
is assessed on both the buyer and seller for a combined tax rate of $1.50 per $100. Where the
price or consideration is $4,000 or less, there is a minimum tax of $20 assessed on both the buyer
and seller. The tax is paid at the Registry of Deeds office in the county where the property is
located. A Declaration of Consideration (Form CD-57) must be filed with the Department by both
the purchaser and seller no later than 30 days from the recording of the deed at the Registry of
Deeds or transfer of real estate, whichever is later.

RAILROAD TAX — RSA CHAPTER 82

Every railroad, railway, express, and every parlor, sleeping or dining car company, or othér
company not a railroad company owning any cars operated for profit on any railroad in this state
shall pay an annual Railroad Tax. The Railroad Tax is assessed on the market value of the property
and estate in this state of any such company as of April 1 of each year. The tax is imposed at the
average rate of taxation at that time upon cother property. throughout the State. Railroad
“property” applies to both railroad companies (an enterprise, corporation, partnership, etc.} and
private rail cars operated for profit on any railroad in the State.

TOBACCO TAX — RSA CHAPTER 78

The Tobacco Tax is a direct tax upon the consumer at retail. However, it is pre-collected and paid
by the wholesaler. It is presumed the Tobacco Tax has been pre-collected and paid by the
wholesaler by the affixing of a Tobacco Tax stamp on the tobacco product. The Tobacco Tax was
first enacted in 1939. Originally the tax was based upon the value at the usual selling price of all
tobacco products. In 1975, the tax was changed to a flat rate of $0.12 per package of 20
cigarettes. At that time, there was no tax on other tobacco products. Over the next 34 years the
tax was increased from $0.12 to $1.78 per package. In 2011, the Tobacco Tax rate was decreased
from $1.78 to $1.68 for each package containing 20 cigarettes or at a rate proportional to such
rate for packages containing more or less than 20 cigarettes. As of August 1, 2013, the Tobacco
Tax rate increased from $1.68 back tp $1.78 for each package containing 20 cigarettes, per
Chabter 224:379 through 381, Laws of 2011. In 1991, the Legislature enacted a tax on tobacco
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products other than cigarettes (OTP Tax) at the rate “proportional to the cigarette tax, having
such ratio to the usual wholesale price of the tobacco product other than cigarettes as the
cigarette tax bears to the usual wholesale price of the cigarettes.” In 2003, the OTP Tax was
changed to 19% of the wholesale sales price. The OTP Tax rate was changed again in 2009 to
48.59% of the wholesale sales price, and then in 2010to a rate of 65.03% of the wholesale sales
price. In 2011, the OTP Tax rate was decreased to 48% of the wholesale sales price. As of August
1, 2013, the OTP Tax rate increased from 48% back to 65.03% of the wholesale sales price, per
Chapter 224:379 through 381, Laws of 2011. Wholesalers are required to report their tax liability
for the collection of the OTP Tax on a monthly basis. The return is due on or before the 15th day
of the month following the end of the reporting period. Wholesalers may file quarterly, but
permission to file quarterly must be pre-approved, in writing, by the Department.

UTILITY PROPERTY TAX-RSA CHAPTER 83-F

Utility broperty is defined, in part, as “all real estate, buildings and structures, ‘machinery,
dynamos, apparatus, poles, wires, fixtures of all kinds and descriptions, and pipe lines located
within New Hampshire employed in the generation, production, supply, distribution,
transmission, or transportation of electric power or natural gas, crude petroleum and refined
petroleum products or combinations thereof, jwater, or sewage subject to tax under RSA 72:6,
72:7 and 72:8, but not exempt under RSA 72:23,” excluding water and air pollution control
facilities exempt from local property taxation under RSA 72:12-a. In 2011, “utility property” was
amended to also exclude: the electrical generation, production, and supply equipment of an
“eligible customer-generator” as defined in RSA 362-A:1-a, 1l-b; property used for the retail
distribution of fuel for personal, non-commercial use, use as a fuel in a motorized vehicle, home
cooking, or heating; and that portion of a manufacturing establishment’s generation, production,
supply, distribution, transmission, or transportation of electric. power or natural gas, crude
petroleum and refined petroleum products or combinations thereof, water, or sewage subject to
tax under RSA 72:6, 72:7, and 72:8, but not exempt under RSA 72:23, that is expended, used, or
consumed on-site primarily for the operation of the manufacturing establishment and that does
not otherwise enter the stream of commerce.

The Utility Property Tax rate is $6.60 per $1,000 of value of utility property. On December 1 of

" each year the Department determines the market value of utility property as of the previous April

1. The tax is due annually on or before January 15%. Every utility or property owner required to

pay Utility Property Tax must file a declaration of its estimated Utility Property Tax for the

subsequent taxable period, accompanied by payment of 1/4 of the estimated tax due, on or.
before April 15 of each year. Additional quarterly estimated payments of the Utility Property Tax

are due on June 15", September 15!, and December 15",
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New Hampshire FY 2019
Legislative Session in Review

This Legislative Review is published as a convenient reference guide of relevant statutory
changes made during the 2019 Legislative Session by the New Hampshire General Court. This
review is intended to provide a summary or synopsis of enacted legisiation. it is not intended to
be relied upon as a full and complete text or as a substitute for the actual state law. Please refer
to the applicable statute and rules to determine how this information applies to specific persons
or situations. :

BUSINESS TAX

SB 270 (Chapter 247) establishes a tax credit against the Business Profits Tax {BPT) for qualifying
charitable donations to career and technical education (CTE) centers, administered by the New
Hampshire Department of Education. The maximum amount of tax credits issued to all donors for
any state fiscal year will be $500,000. A taxpayer may only use the credit in the tax year during
which it made the donation, and only in an amount up to 25% of the taxpayer’'s BPT due before
credits. The program is scheduled to be repealed after fiscal year 2022.

Statute Added: RSA 188-E:9-a

Statute Amended: RSA 77-A:5
Effective Date: July 1, 2019

MEALS AND ROOMS (RENTALS) TAX

SB 134 (Chapter 304) simplifies, clarifies, and modernizes the Meals and Rooms (Rentals}
(M&R) Tax Law as it relates to meals. The changes are primarily editorial in nature to make the
law easier to read and understand. There are relatively few substantive changes which address
regular compliance issues, including: (1) modifications to meals-related definitions, particularly’
the definitions of “meal” and “restaurant,” as well as “taxable meal,” along with new
definitions, to clarify the taxability of food generally and meals provided by nonprofit
organizations; (2) a penalty provision (after a warning, a license revocation, suspension, or
denial) for violating the requirement that a license “shall be conspicuously posted in a public
area upon the premises”; (3) the DRA may require a surety bond or cash from an operator
without an initial hearing, in order to protect state revenues; and (4) the deadline for an
operator to appeal a license revocation, suspension, or denial to the Board of Tax and Land
Appeals or Superior Court will be extended from 10 days to 15 days. This bill does not affect
the taxability of meals.

Statute Amended: RSA 78-A
Effective Date: Jonuary 1, 2020
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'REAL ESTATE TRANSFER TAX

HB 600 {Chapter 136) adds an exception to the Real Estate Transfer Tax (RETT) for transfers of
interests in certain low-income housing projects subject to federal, state, or local land use
restriction and rental housing affordability covenants which limit allowable rents charged to
individuals or families, provided that the RETT was paid when the real property title was acquired.

Statute Amended: RSA 78-8:2 ' :
Effective Date: July 1, 2019

TIMBER TAX

SB 21 (Chapter 84) clarifies that public notice of an intent to cut timber is required only when the
intent to cut will be signed by the assessing officials outside a public meeting. The notice must be
posted before the intent to cut is signed for at least 24 hours, excluding Sundays and holidays.

Stotute Amended: RSA 79:10, I(b)'
Effective Date: August 17, 2019

TOBACCO TAX

HB 595 (Chapter 178) simplifies, clarifies, and modernizes the Tobacco Tax law. The changes are
primarily editorial in nature to make the law easier to read and understand. There are relatively
few substantive changes which address regular compliaﬁce issues, including: {1) the wholesaler
required to collect and pay the Tobacco Tax will be the wholesaler who ships or transports the
tobacco products to a retailer in this state; {2) every wholesaler will be required to keep a sufficient
number of recently purchased stamps on hand to pay the Tobacco Tax due on all cigarettes present
at any premises in this state, and to file a monthly accounting of cigarettes and little cigars sold in
packages of other than 20 or 25 and other tobacco products transferred to and from any premises
in this state; and (3) the DRA may suspend or revoke licenses to retailers, and may assess an
administrative fine in addition to or instead of a period of suspension. This bill does not affect the
'ta‘xability of tobacco products. '

Statute Amended: RSA 78
Effective Date: January 1, 2020
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MUNICIPAL AND PROPERTY

HB 128 {Chapter 76) establishes a committee to study the use of property tax credits and
exemptions to recognize the service of New Hampshire veterans. The committee will review the
eligibility criteria for each property tax credit or exemption available to veterans in New
Hampshire, the amount of the credit or éxemption, the cost to each municipality of adopting or
granting the credit or exemption, and the number of veterans who benefit.

Statute Amended: N/A
Effective Date: June 18, 2019

HB 464 (Chapter 327) changes the definitions of “solar energy system” and “wind-powered energy
systems” for purposes of the local option property tax exemptions for solar or wind-powered
energy systems, in a municipality that adopts or re-adopts the exemption on or after January 1,
2020. This bill also enables a city or town to adopt a property tax exemption for electric energy
storage systems.

Statutes Added: RSA 72:84-86
Statutes Amended: RSA 21-1:3, Xlll; RSA 72:27-a, I; RSA 72:36, I; RSA 72:61; and RSA 72:65
Effective Date: October 15, 2019

HB 540 (Chapter 32) authorizes county commissioners to establish a redevelopment district in an

unincorporated place and, with the approval of a majority of the county convention present and
voting, to issue bonds by the county, the source for repayment of which will be limited to the
assessment revenues generated by the redevelopment district. The incremental increase in value
of any project located in a redevelopment district will not be considered in the apportionment of
- county taxes to the unincorporated place, for so long as any bonds issued remain cutstanding.

Statute Added: RSA 33:20
Effective Date: May 15, 2019

HB 635 (Chapter 266) authorizes the governing body of a municipality to enter into a voluntary
agreement with a combined heat and power agricultural facility to make a payment in lieu of taxes,
after a public hearing. A combined heat and power agricultural facility is a facility that engages in
commercial agricultural production and uses an,on-site combined heat and power system.

Statute Added: RSA 72:74-a
Statutes Amended: RSA 21-J:3, XIll and RSA 75:1
Effective Date: April 1, 2019
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HB 700 {Chapter 117) establishes a uniform methodology for the valuation for local property tax
purposes of utility company distribution assets. The methodology does not apply to generation or
transmission assets. For electric and gas utility company distribution assets, excluding land rights,
the value is a weighted average of 70 percent of each asset’s original cost and 30 percent of each
asset’s net book cost. For water utility company distribution assets, it is 25 percent of each asset’s
original cost and 75 percent of each asset’s net book cost. For the use of public rights of way and
private easements, the value is increased by 3 percent. Every utility company will be required to
report by May 1 of each year (beginning May 1, 2020} to both the municipality and DRA, the
original cost and net book value of each category of assets located within the municipality. The
methodology will be phased in over a 5-year period. The value in the first year {the tax year
effective April 1, 2020) will be a weighted average of 80 percent of the final locally assessed value
for the 2018 tax year and 20 percent of the value determined using the methodology. The value
determined using the methodology will be weighted an additional 20 percent in each subsequent
year untit the methodology is fully implemented in the fifth year. The methodology does not affect
the determination of value in any litigation pending on the effective date of this bill.

Statutes Added: RSA 72:8-d and RSA 72.:8-¢
Statutes Amended: RSA 75:1 and RSA 79-C:3, Il
Effective Date: August 20, 2019

SB 22 (Chapter 221) modifies the local option property tax exemption for new commercial or
industrial construction. This bill provides that, once adopted by the legisiative body, the
percentage rate and duration of the exemption will be granted by the governing body on a case-by-
case basis (rather than uniformly to all projects), based on the public benefit to be generated by
the commercial or industrial project. As part of the adoption of the exemption, the legislative body
must define “public benefit” and specify whether the exemption will be made available to all
properties within the municipality or to a specific group of parcels.

Statutes Amended: RSA 72:81 and RSA 72:82, |
Effective Date: July 12, 2019

SB 101 (Chapter 191) clarifies the procedures for county audits and rearranges provisions
concerning the powers of the county convention to conduct performance or forensic audits.

Statutes Added: RSA 28:3-b and RSA 28:3-c

Statutes Amended: RSA 24:1’3, I and l-a; and RSA 28:3-a
Statute Repealed: RSA 24:26

Effective Date: September 8, 2019
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$B 104 (Chapter 192) clarifies the procedures for a moderator to postpone the deliberative or
business session or the official ballot voting day of a town meeting. The moderator may postpone
any session if the National Weather Service has issued a weather event warning applicable to the
town on the date of the session which the moderator reasonably believes may cause the roads to
~ be hazardous or unsafe, or if an accident, fire, natural disaster, or other emergency occurs which

the moderator reasonably believes may render use of the meeting location unsafe. To the extent
practical, prior to making a decision to postpone, the moderator must consult with the governing
body, the clerk, and certain other town officials as appropriate for the circumstances. |f the official
ballot voting day is postponed, it must be rescheduled to the Tuesday 2 weeks after the original .
date of the session. In instances when a ballot to be used at an election contains question§ that
will be voted on simultaneously by more than one town, the election may be postponed onlyif a
majority of the moderators vote to postpone. The postponement process for town elections also
applies to city eléctions.

Statutes Added: RSA 652:16-e; RSA 652:16-f; RSA 652:16-g; RSA 669:1-a; RSA 670:1-a; and RSA
671:22-a '

Statutes Amended: RSA 40:4, Ii; RSA 40:13, VII; RSA 44:11; RSA 657:1, I; RSA 6571, Hfa}-{c); and
RSA 669:1 ,

Effective Date: July 10, 2019

SB 154 (Chapter 237} establishes a committee to study and make recommendations for legislation
to create tax incentives for promoting development of dense workforce housing in community

centers.

Statute Amended: N/A
Effective Date: July 12, 2019
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ADMINISTRATIVE

SB 242 (Chapter 280) addresses concerns relating to the issues raised in the United States
Supreme Court’s decision in South Dakota v. Wayfair, Inc. In the wake of Wayfair, it is possible
that states, or localities within those states, with sales and use taxes, will require New
Hampshire businesses that do not have a physical presence but remotely sell goods in those
states or localities to collect and remit their sales and use taxes. This bil requires a state or
locality that seeks to determine or impose a sales or use tax liability or collection obligation on a
New Hampshire business to first provide written notice to the New Hampshire Department of
lustice {DQ)J) at least 45 days before taking any action; encourages New Hampshire businesses
to notify the DOJ whenever a state or locality requests information for use in determining a

" sales or use tax liability or collection obligation; requires the DOJ to develop a system providing
for voluntary information sharing and collaboration with New Hampshire businesses, including
by transmitting periodic bulletins in collaboration with the DRA; and establishes a commission
to monitor actions concerning the imposition of collection obligations on New Hampshire
businesses. The members of the commission include the commissioner of the DRA, or
designee.

Statute Added: RSA 78-E
Effective Date: July 19, 2019

MISCELLANEQUS

SB 29 (Chapter 138} establishes a commission to study acts of violence by the public against
New Hampshire state employees and to recommend processes and policies to reduce future
incidents of violence in the workplace. The members of the commission include the
commissioner of the DRA, cr designee.

Statute Added: RSA 273:28-a
Effective Date: June 25, 2019

SB 98 (Chapter 230, Sections 5-10) establishes a committee to study the effects of past New
Hampshire trust code legislation. The committee’s duties include investigating whether past
New Hampshire trust legislation is having its desired effect; and whether there is a state
revenue opportunity to be generated from the assets which reside within New Hampshire
chartered trust companies to offset the cost of administration by the state of New Hampshire.

Statute Amended: N/A
Effective Date: July 12, 2019
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DRA HIGHLIGHTS FY 2019

OLVNIEEEL N LIZEER  DRA Revenue Information Management System. Over the course of the
than 80% of the Al last fiscal year, the DRA negotiated and executed a contract for the
SCIEF-LULICIRIUEIN  replacement of the DRA's existing tax administration system with a new
revenue? il Revenue Information Management System (RIMS). Following contract
execution, the DRA assigned six employees to the project full-time and
welcomed 20 vendor employees to our building following their
relocation to New Hampshire. Learn more about the project, including
Granite Tax Connect, our new on-line taxpayer portal on page 34!

Did you know the

Legislative Initiatives. As part of the DRA's role in administering the tax laws of the state of
New Hampshire, we have a statutory duty to formulate and recommend legislation to improve
tax administration in our state. During the 2019 Legislative Session, the Department sought
sponsorship of two pieces of legislation, SB 134, relative to the administration of the Meals and
Rooms {M&R) Tax; and HB 595, relative to the administration of the Tobacco Tax. Both pieces
of legislation were crafted after the DRA completed a substantial comprehensive review of the
M&R Tax and Tobacco Tax laws. Both bills substantially revised and reorganized the relevant
statutes in an effort to simplify, clarify, and modernize the law in order to improve taxpayer
understand and streamline enforcement. The DRA is pleased to report that both bills were
passed by the NH General Court and signed into law by Governor Sununu.

Additionally, members of our team are often tasked with assisting the work of the General
Court by providing information, statistics and tax administration expertise. During FY 2019, the
DRA participated substantially in the legislature’s commission to study apportionment of gross

“business profits under the business profits tax and the legislative special session to consider
legislation in response to the US Supreme Court’s decision in South Dakota v. ‘Wayfair. The
work of both the apportionment study commission and the Wayfair special session resulted in
legislation passed during the 2019 Legislative Session.

Tax Season at DRA. The months of March and April of each year are termed “rush” here at

DRA. Rush is the period when the vast majority of our taxpayers {about 90%) file their tax
returns. We take an “all hands on deck” approach to rush, with employees from all areas of the
DRA pitching in to open mail and process tax returns in a timely and efficient manner. This year,
DRA, led by our Taxpayer Services team, continued to excel. in March of 2019, DRA processed
35,896 tax returns and other documents representing over $94 million in revenue. In April of ,
2019, DRA processed 77,190 tax returns and other documents representing nearly $197 million

_in revenue.

The New Hampshire Department of Revenue Administration’s staff will always be ready to take
your important phone call. To request forms, please email: forms@dra.nh.gov., or call the
Forms Line at (603) 230-5001. For any other questions, please contact Taxpayer.Services at
(603) 230-5920.
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Revenue Counsel

Revenue Counsel ‘The Legal Bureau

The Office of Revenue Counsel provides legal advice and representation to the
Department, including rendering advice and legal opinions to Department personnel;
managing bankruptcy cases; drafting and coordinating the adoption of administrative
Assistant Revenue rules; handling Right-to-Know Law requests; representing the Department before the
Counsel Board of Tax and Land Appeals and the Department’s Hearings Bureau; and providing
assistance and advice in connection with audits and other stages of the enforcement and
Derek Kline administration of tax laws. In addition, the Office of Revenue Counsel coordinates and

assists with the Department of Justice’s represéntation of the Department and acts as co-
counsel in certain cases. :

Peter C.L. Roth

During FY 2019, the Office of Revenue Counsel represented the Department in
administrative tribunals concerning tax assessments and license actions, challenges to
state taxing statutes, and complex collection matters, and managed bankruptcy cases in
which the Department is a creditor. Revenue Counsel also represented and advised the
Municipal & Property Division in a number of matters involving DRA certified assessars
.and assessment issues involving municipalities. In addition, the Legal Bureau represented
the M&P division in numerous utility property tax appeals. Often, the cases managed by
the Office of Revenue Counsel have the potential for a substantial fiscal impact or
significant precedential value. Below is a description of a few noteworthy"cases.

Noieworthv Cases From FY 2019

State of New Hampshire v. Priceline.com; N.H. Supreme Court.

The Department brought suit against a number of on-line travel companies alleging that
-they were liable for Meals and Rentals Taxes for online sales of hotel rooms and car
rentals. After an adverse trial court ruling the State appealed to the New Hampshire
Supreme Court. The Court ruled in March affirming the trial court. Its decision is based on
canons of statutory interpretation and interpreted the plain meaning of the term
“operator.” The Court held that without day to day management of hotels, the on-line
travel companies could not be operators required to have a license from the State and
Revenue Counsel required to collect and remit taxes.

PO Box 457 . ‘

N AL PR Ly Ml United States v. Aldean Khater and United States v. Imtiaz Shakh; U.S. D. Ct.

In both of these cases the Legal Bureau provided assistance and consultation to the U.S.
Attorney’s office as it prosecuted the primary members of a complex scheme to defraud
the State of tobacco taxes. Both defendants pleaded guilty, forfeited substantial sums of
money, were ordered to pay restitution, and received sentences ranging from 16 months
in prison to 3-years' probation. :

603.230.5026
603.230.5932 Fax
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State v. Michael Gill;
After successful defense of appeal of a judgment in the amount of over $3 million, the
Legal Bureau working with the Attorney General’s office handled the auction sale of Gill’s
property in two counties which netted a substantial recovery to the State.

Colonial Village, Inc. v. State of New Hampshire; Rockingham Superior Court.

This case concerned an appeal of the Hearing Officer’s decision that affirmed the Audit
Department’s Notice of Assessments for Real Estate Transfer Tax (RETT) in the amount of
$587,696. The taxpayer's Appeal challenged the RETT assessments on the basis that price
or consideration on which the Department based its decision should be discounted due
to the limited nature of the ownership interests involved. The Department and the
taxpayer settled.

Petitions for Reassessment of Landaff and Hill; Board of Tax and Land Appeals

Under RSA 71-B:16, V, and RSA 21-):3, XXV, the Legal Bureau petitioned the Board of Tax
and Land Appeals on the Commissioner’s behalf to require the Towns of Landaff and Hill
to reassess certain utility property in the Towns because the Towns had not reappraised
all the utility property every five years as required under N.H. Const. pt. 2, Art. 6. The
cases are on-going but should be resolved by the end of the year.

Administrative Rule Making During FY 2018

Document # Rule # short Title Effective Expiration
Date Date

12639 Rev 1001.03, 1001.11, 1001.12, 1002.02, 09/29/2018 | 09/29/2028
1007.01(c), 1007.02, 1009.07({c), 1009.10 —
Tobacco Tax Reporting and Payment

12706 Rev 1400 — Utility Property Tax 01/08/2019 | 01/08/20298

12730 Rev 307.13 — Qualified Regenerative 02/21/2019 | 02/21/2029
Manufacturing Companies

12745 Cub 304.03, 304.07, 304.08, 304.13, 03/22/2019 | 03/22/2029
304.14 — Current Use Assessment Ranges

12776 Asb 300 - Certification of Assessors 05/09/2019 | 05/09/2028%

Technical Information Releases FY 2018

_ Description ~ Date Issued
2018-001 [ Business Tax Rate Reductions 01/05/2018
2018-002 | New Hampshire 2018 Legislative Session in Review 09/13/2018
2018-003 | Interest Rates Set for Calendar Year 2019 09/14/2018
2018-004 | Rental Use and Subsequent Sale of a Home 11/09/2018
2018-00% | Business Enterprise Tax Filing Threshold Adjustment 12/05/2018
2018-006 | Electricity Consumption Tax Repealed Effective 12/14/2018
January 1, 2019
2019-001 | Education Tax Credit Program Update 01/04/2019
2019-002 | New Schedule IV-Other Internal Revenue Code Reconciling | 02/04/2019
Adjustments
2019-003 | Allowable Average Value of Scholarships for the 05/28/2019
) 2019-2020 Education Tax Credit Program
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Hearing Officer

'Denise Daniel

Heai’in'gs Bureau
PO Box 1467
Concord, NH 03302-1467

603.230.5002
603.230.5948 Fax

Hearings Bureau -

implementing the use of technology in order to increase efficiency. We have

www.revenue.nh.gov

Hearings Bureau

During FY 2019, the Hearings Bureau continued to strive to provide better service to

| the taxpayer given our available resources. We have continued to review :

administrative tasks and work flow to ensure that our processes are as lean and S
efficient as possible to maximize our productivity. In December of 2018, we also '
hired an additional person to help manage our increasing workload which brought

our total staff to three people, namely the Hearing Officer, a Paralegal 1|, and a

Paralegal I. '

In FY 2019, the overall time required to produce a Final Order after the close of the
record decreased to an average of 13.39 days; as compared to 20.13 days in FY 2018.
With respect to taxpayer petitions, the time to produce a Final Order after the close

-of the record averaged 18.35 days, and we met our goal of issuing an order within 60

days 98.28% of the time, which was an increase from 81.58% in FY 2018. With

respect to cases involving license denials, suspensions and revocations, bonds, and
tobacco seizures, the time to produce a Final Order after the close of the record
averaged 9.38 days, and we met our goal of issuing an order within 14 days 90.54%

of the time, which was an increase from 90.41% in FY 2018. However, the total

number of final orders issued in FY 2019 also increased by 18.92% from the number
issued in FY 2018. In cases in which an order was not issued within the timeframe we |
had set as a goal for FY 2019, the cause of the delays generally include, but are not
limited to, the following: that the order involved complex legal issues which needed
additional time to research and write orders, that the Hearing Bureau’s full hearing
schedule reduced the time available to research and write orders, and/or that delays -
resulted from the unavailability of necessary personnel. The number of appeals filed

in FY 2019 increased by 3.78% from the number filed in FY 2018, which was a 54.55% :
increase from the number filed in FY 2017. =

During FY 2019, the Hearings Bureau has cdntinued to make progress in more fully
implemented an electronic indexing and filing system for older paper case files in

order to quickly access older information prior to impiementation of our electronic E
case management systems, and continue to catalog those cases as time permits. We

1 are also looking forward to the changes in the new tax management system as we

believe some of the changes in the new system will reduce the necessity for appeals
filed with respect to some issues.
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